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Brexit: now a non-event
It turns out that almost everything that has been said or written about 

Brexit’s impact on the fund industry over the last two and a half years will 

turn out to be wrong. Even if there is no deal between the EU and UK it 

doesn’t look like much will change, at least in the next two years.

Last month ADI reported that ESMA had decided to keep current delegation 

arrangements in place for the funds of UK managers, that are domiciled in 

EU jurisdictions like Ireland and Luxembourg. And now, more good news: 

EU jurisdictions have effectively agreed to give UK managers a 21-month 

grandfathering period, even if there is a No Deal Brexit. 

For example, Dechert report that the Luxembourg government has 

proposed legislation, which would allow UK financial service providers to 

continue rendering certain services in Luxembourg for a period of up to 21 

months after the date when the UK withdraws from the EU. This would allow 

UK-based AIFMs or UCITS management companies to continue to directly 

manage their existing Luxembourg funds following a ‘hard’ Brexit during this 

21-month transitional period. Continued on page 12 >>  

EU blacklist announcement 
soon
The EU will announce what it will do with its threatened blacklist of offshore 

centres in March, a decision it postponed from February. Attention will be 

focused on what the EU says about the new substance rules that have been 

introduced in several offshore jurisdictions since the beginning of the year.

No one that ADI has spoken to expects Cayman, Guernsey or Jersey to 

be either blacklisted or whitelisted in March. And few expect that there 

will be any change in the BVI’s status either. The consensus is that these 

jurisdictions will remain on the EU’s so-called ‘grey’ list at least for the next 

12 months. There are likely to be further investigations into their economic 

substance levels achieved before the EU either turns it thumb up, or indeed 

down, on these offshore centres.

The very earliest that the EU’s Code of Conduct Group (CoCG) could start 

its investigations into the impact that these new substance rules might have 

had will be the spring of 2020. That is because the accounts for companies 

domiciled in these jurisdictions will be way that this is judged. There will be 

reporting requirements in company tax returns and audits will be carried out 

to review substance. Continued on page 14 >>  
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